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THE TORONTO IRON WORKS, LIMITED 
60th Annual Report for the Fiscal Year 1966 


COVER DESIGN 


Toronto Iron Works’ bold new 
corporate symbol dramatically 
reflects the dynamic changes 
which took place within the 
Company during 1966. As a result 
of the acquisition of additional 
subsidiaries and the expansion of 
existing facilities and equipment, 
Toronto Iron Works now offers 
Canadian industries a far more 
comprehensive range of services. 
The new symbol heralds an era of 
increased strength and capability 
for the Company. 
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629 EASTERN AVENUE, TORONTO 8, ONTARIO 


DIRECTORS’ REPORT 


TO THE SHAREHOLDERS: 


It is our pleasure to report to you on your Company’s financial results, progress and 
activities during the last fiscal year. 


Although until 1965 The Toronto Iron Works, Limited had specialized mainly in 
heavy steel fabrication, in 1966 your Company broadened the scope of its opera- 
tions. During that year it came under the control of Wimco Industries (Eastern) 
Limited with the result that its management base was strengthened. Later in the 
same year your Company acquired Wimco Steel Sales Co. Limited and Pre-Engi- 
neered Steel Buildings, Inc., both of which are now wholly-owned subsidiaries. 


Management instituted an in-depth study of the Company, its Subsidiaries and 
Divisions, markets were carefully assessed and, based upon these findings, plans 
for a substantial expansion program were formulated. As a further result of these 
studies certain large non-recurring write-offs were implemented. 


The capital expansion program, which is described in detail in another part of this 
annual report, affected earnings as a result of unavoidable delays in placing new 
plants and equipment in production. Depreciation rose from $239,344 in 1965 to 
$593,916 in 1966 and an increase in interest charges was also incurred. 


As a result of these factors the earnings of your Company were $2.24 per share on 
its 401,568 outstanding shares as compared to $2.88 earned per share (on an 
adjusted basis) for the previous fiscal year. In 1966 the outstanding Common and 
Class A Shares were redesignated and reclassified respectively, and the resulting 
shares subdivided on a two for one basis. 


It is felt that the benefit of the actions taken during 1966 will be evident in the 
current fiscal year and we look forward with confidence to a future which will 
reflect the success of our reorganization. 


SALES 


We believe Shareholders will be interested in knowing the following approximate 
contributions to combined sales made by our Subsidiaries and Divisions: Plate 
Fabrication — 39 per cent; Central Bridge — 25 per. cent; Stran-Steel Canada — 10 
per cent; Driam Pipe (Canada) Limited — 6 per cent; Wimco Steel Sales Co. Limited 
— 20 per cent. Wimco Steel’s contribution represents only the nine month period 
since its acquisition on April 1, 1966. 


Since its acquisition Wimco Steel entered the United States market with the opening 
of a subsidiary, Wimco Steel Corporation, located near Buffalo, N.Y. During most 
of 1966 Driam Pipe and Stran-Steel Canada were occupied with relocating in new 
plants and installing new equipment. The other Divisions also made additions to 
their facilities. As a result of the substantial changes made in the various operations, 
combined sales did not reach anticipated levels. With improved plant facilities, all 
Subsidiaries and Divisions are now operating efficiently and an increase in sales 
is expected in the current fiscal year. 


CONSOLIDATED PROFITS 


Consolidated Net Profits for 1966 were $900,903, an increase of 17 per cent over the 
previous fiscal year in which Consolidated Net Profits were $769,330. In arriving at 
this net profit figure the Company has allowed for full income taxes although no 


taxes were, in fact, paid. Consolidated earnings, before provision for deferred 
income taxes, were $1,341,903. Deferred taxes of $441,000 were deducted, including 
$362,000 against possible future payments of income taxes on holdback receivables. 
Profit per share, before provision for income taxes, is $3.44. 


WORKING CAPITAL 


The 1966 expansion program, which will be completed in 1967, was financed through 
working capital. The fuil benefit in added earnings will begin to be realized in the 
current fiscal year when the new plants and equipment become fully productive. 
Working capital as at December 31, 1966, was $1,422,429. Total funds provided from 
operations amounted to $1,925,696 or $4.80 per share. 


ASSETS 


' Total assets as at December 31, 1966 were $26,443,470, an increase of $16,767,712 
over the previous year when total assets as at December 31, 1965 were $9,675,758. 


DIVIDENDS 


Dividends declared during 1966 totalled $170,178. This amounted to 45 cents per 
share on the adjusted share basis. Of this amount 11'/4 cents per share was paid to 
Shareholders in January, 1967. It is the intention of your Board of Directors to 
continue this dividend policy during 1967. 


MANAGEMENT POLICY 


While continuing to serve its long established markets, Toronto Iron Works is com- 
mitted to a policy of meaningful growth. The management group, with an average 
age of 43, is young and enterprising and your Company has developed a team 
approach in terms of management practices and organizational structure. Based on 
the belief that managers should receive policy guidance and then be allowed maxi- 
mum scope in which to develop their individual potentials, each has been given a 
substantial degree of autonomy in his division’s operations. 


APPRECIATION AND OUTLOOK 


The Company’s progress has been due in large measure to the continued support of 
our customers and the loyalty and high standards of service of our employees. To 
all of them we extend our most sincere thanks. 


As we enter our 61th year of operations, in which we also celebrate Canada’s 100th 
Birthday, we look forward to new levels of activity in all operations, increased 
efficiency and improved earnings. 


On Behalf of The Board 


aa oe a 


G. E. ELLSWORTH 


President 


1966 — YEAR OF EXPANSION 


1966 was a year of considerable expansion of 
both facilities and equipment for The Toronto 
Iron Works, Limited and its group of subsidiaries. 


The increase in capability was undertaken in the 
light of favorable market forecasts and based on 
a careful consideration and analysis of both short 
and long range goals. 


This expansion program has made available suf- 
ficient capacity to provide for the anticipated 
levels of activity expected to be achieved during 
the next several years. 


The Company entered the year with approxi- 
mately 300,000 square-feet of manufacturing 
space in all locations. Currently, total production 
area is well in excess of 500,000 square-feet — a 
67 per cent increase. 


At TIW’s 12 acre site in downtown Toronto, a 
28,000 square-foot fabricating bay was completed 
bringing total manufacturing area of the Plate 
Fabrication Division to 120,000 square-feet. The 
program also included the construction of one of 
the largest stress-relieving furnaces in Canada, 
capable of handling loads up to 200 tons, and the 
installation of materials handling equipment with 
a lifting capacity in excess of 100 tons. 


At Central Bridge, located in Trenton, Ontario, 
continually increasing demand for structural 
steel and plate work necessitated the erection of 
a 16,000 square-foot manufacturing bay bringing 


total plant floor space to more than 100,000 
square-feet on the Division’s 52 acre site. 


To allow Stran-Steel Canada to handle complete 
fabrication of its pre-engineered building com- 
ponents under one roof, the Division moved to a 
26,000 square-foot plant on a five acre site in 
Richmond Hill near Toronto. New roll-forming 
equipment and a fully automatic jig (to weld 
components at high speed) were also added. 


Driam Pipe (Canada) Limited’s operation was 
expanded during 1966 when the Division moved 
into a new 120,000 square-foot manufacturing 
facility in Metropolitan Toronto. The move in- 
cluded installation of three spiral-weld machines 
capable of producing pipe 4!/2 to 123/4 inches, 8°/s 
to 16 inches and 12 to 37 inches in diameter. 


The Company ordered two additional spiral- 
welded pipe machines which will be installed in 
1967 —a machine capable of producing spiral- 
welded pipe up to 54 inches in diameter and a 
line designed to produce high quality giant-sized 
pipe in excess of 80 inches with wall thicknesses 
up to °/s inch. Installation of a plant-wide ma- 
terials handling system to facilitate pipe flow 
was completed in 1966. 


Wimco Steel was expanded by 30,000 square- 
feet, bringing warehousing and steel processing 
facilities at the Company’s steel service centre in 
Metropolitan Toronto to 120,000 square-feet. A 
third fully-automated high speed slitting line 
was installed. Unique in North America, the new 
slitter has two cutting heads, each capable of 


This tandem, custom steel slitting line is located 


Spiral-welded pipe in production at Etobicoke 
in Wimco Steel’s 120,000 sq. ft. plant. 


plant of Driam Pipe (Canada) Limited. 


Steel frame for Ontario’s Expo pavilion was 
fabricated, erected by Central Bridge Division. 


Pre-Engineered Steel Buildings, Inc., St. Eustache, 
Quebec, was acquired by TIW during 1966. 


slitting different gauges of steel without re-tooling 
and will handle steel up to */s inch thick, 72 
inches wide and in 20 ton coils. 

During 1966, Wimco Steel’s American subsidiary, 
Wimco Steel Corporation, entered the United 
States market with the opening of a steel service 
centre in Cheektowaga, a suburb of Buffalo. 
Located in a 40,000 square-foot plant it will 
ultimately provide services similar to those 
pioneered by Wimco Steel in Canada. 

The Company acquired an additional 45,000 
square-feet of manufacturing area through the 
purchase of Pre-Engineered Steel Buildings Inc. 
of St. Eustache, Quebec. This acquisition gives 
Toronto Iron Works a new base of operations in 
the Province of Quebec. 


60 YEARS OF GROWTH 


In this year of Canada’s Centennial, The Toronto 
Iron Works, Limited is proud to be celebrating 
its 60th anniversary. 

Since its formation in 1907 as a basic plate steel 
fabrication firm, TIW has played a leading part 
in building the industrial capacity of this country. 
Today, The Toronto Iron Works, Limited is the 
parent company of a highly diversified group of 
divisions and subsidiaries. 

TIW’s growth history parallels that of the great 
primary and secondary industries which it serves. 
In 1929, the Company moved from its original 
plant at Toronto’s Cherry and Keating Streets to 
its present location on Eastern Avenue. It houses 


TIW’s head office, the Plate Fabrication Division, 
and the executive offices of Central Bridge 
Division. 

The Company’s first acquisition, now its Central 
Bridge Division, occurred in 1950 and heralded 
the series of major expansions to come during 
the next 16 years. 


In 1957, TIW Western Limited was launched in 
partnership with a major engineering firm. It is 
now a subsidiary of Toronto Iron Works. Stran- 
Steel Canada Division joined the Toronto Iron 
Works family in 1959 and in 1961 Driam Pipe 
(Canada) Limited was formed as a joint venture 
between TIW and Driam A.G. of Switzerland. 
Driam became a wholly-owned subsidiary in 
February, 1966. In April, 1966, the Company 
acquired Wimco Steel Sales Co. Limited, a major 
steel service centre and late in 1966 purchased 
all the outstanding shares of Pre-Engineered 
Steel Buildings Inc. 


The result of the corporate linking of these sub- 
sidiaries and divisions is an organization with a 
versatility in steel processing, fabrication and 
erection that is unique in Canada. 


DESCRIPTION OF SERVICES 


Throughout its 60 year history, The Toronto Iron 
Works, Limited has earned an outstanding repu- 
tation for its engineering skills and workman- 
ship. Today, there is virtually no major industry 
which is not served by a Toronto Iron Works 
division or subsidiary. The Company has steadily 


increased its capabilities to meet the needs of 
Canada’s steel, mining, petroleum, chemical, pulp 
and paper and food industries. 


Its Plate Fabrication Division is noted for its 
abilities in the design, engineering, fabrication 
and erection of steel platework and structural 
steel. Its projects have ranged from complex heat 
exchangers for the petroleum and chemical in- 
dustries, to 150 ton ladles for the steel industry; 
from storage tanks to boilers, from pipelines to 
pressure vessels. 


The Division, is one of the few plate fabricators 
that has the capability of developing projects 
from basic concept through completed design, 
fabrication and erection. 


Central Bridge Division has earned an outstand- 
ing reputation among Canadian industries by 
combining both light plate and structural steel 
fabrication facilities within one company. The 
Division is involved in a wide variety of projects 
ranging, in the structural field, through indus- 
trial, institutional and mill buildings, microwave 
towers, mine head frames and bridges. In plate 
fabrication, Central Bridge produces many types 
of bins, storage tanks, silos, conveyor galleries, 
asphalt plants and other machinery. 


Stran-Steel Canada Division is a leader in the 
field of pre-engineered steel buildings and has 
earned a prominent role in Canada’s industrial, 
commercial and institutional construction in- 
dustry. Stran-Steel buildings, with more than 
2,900 basic designs, are continuing to increase 


Stran-Steel Canada Division’s 1966 projects 
included handsome wide-span Lambton Arena. 


their share of the construction market as a result 
of their beauty, economy and speed of erection. 
The Stran-Steel Canada Division can usually de- 
liver complete components to the construction 
site within two to six weeks of an order, with 
erection normally completed in one to two weeks. 


Driam Pipe (Canada) Limited has become the 
country’s leading producer of spiral-welded steel 
pipe. Spiral welding is a fast, inexpensive method 
of producing a pipe offering superior strength 
and which is rounder and straighter than that 
produced by conventional techniques. To date, 
Driam has concentrated its efforts on supplying 
water-pipe and piling. A huge new market for 
spiral-welded pipe in the oil and gas industry is 
expected to open up in the near future. 


Wimco Steel Sales Co. Limited has earned a 
widespread reputation as “Canada’s Steel Service 
Centre’. In addition to the basic function of 
warehousing and distribution, Wimco Steel offers 
a wide range of preparatory services for hot and 
cold-rolled coil, plate and sheet steel. These in- 
clude pickling and oiling, custom slitting and 
cutting-to-length. With a fleet of 35 tractor-trailer 
transports, this Company — from its extensive 
inventories—can deliver serviced steel anywhere 
in Canada within hours of receiving an order. 


Pre-Engineered Steel Buildings Inc. serves the 
Quebec market with a leading line of pre-fabri- 
cated steel buildings under the brand name 
‘Prestige’. Pre-Engineered also provides steel 
fabrication facilities for Toronto Iron Works. 
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TIW’s Plate Fabrication Division was selected 
to build huge blast furnace “bustle pipe”. 


THE TORONTO IRON WORKS, LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1966 


(with comparative figures for 1965) 


1966 1965 
Operating profit for the year 
before the following deductions ............ $2,140,596 $1,346,674 
Depreciation... sauce aes 593,912 239,344 
Interest on long-term debt ... 204,781 se 
Directors’ remuneration ..... —— 5,000 
798,693 244,344 
Prohitebecroresincome taxes) sae eee 1,341,903. 11025330 
Provision for deferred income taxes — 
other than on holdbacks (Note 6)........ 79,000 187,000 
Profit before deferred income taxes on 
holdibacks mareeica eee cinvomenve trie 1,262,903 915,330 
Provision for deferred income taxes on 
holdbacks (Note 6) sf. es. cncsadeas ancien 362,000 146,000 
Consolidated net profit for the year ............. ‘(900,903 >» C 769,330 
Add retained earnings, beginning of year.......... 5,375,784 4,709,100 
6,276,687 5,478,430 
Less dividends declared — equivalent of 45¢ per 
share perannum (30¢1n 1965). .262. aes 170,178 102,646 
Retained earnings, end of year .................. $6,106,509 $5,375,784 


See accompanying notes to the consolidated financial statements 


THE TORONTO IRON WORKS, LIMITED 


(Incorporated under the laws of Ontario) and its subsidiary companies 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1966 


(with comparative figures as at December 31, 1965) 


ASSETS 
CURRENT 1966 1965 
Gash 424 }s.co5.ccisin: ond oa leuaeeeie askance $ 2,350 $ 1,850 
Accounts receivable including holdbacks 
less allowanee for doubtful accountes.. a... ee cee eee 6,553,795 3,466,070 
Expenditure on uncompleted contracts, at cost ..... 2,976,118 2,292,817 
Less: progress, billings on account ......ae.et os 1,920,298 904,990 
1,055,820 1,387,827 
Inventories of steel and supplies and goods held 
for resale, at lower of cost or market ............ 5,674,347 2,838,681 
Prepaid expenses and other assets ................ 313,975 19,499 
13,600,287 Vapi iseayn8 Vale 
INVESTMENT IN OTHER COMPANIES (Note 2) 89,874 222,000 
FIXED: 
Land, buildings and equipment, at cost ............. 14,698,488 5,213,622 
Less accumulated depreciation .................. 4,676,070 3,473,791 
10,022,418 1,739,831 
OTHER: 
Excess of cost of shares in subsidiaries over underlying net assets 2,211,692 —- 
Unamortized past service pension cost (Note 3) ................ 519,199 — 
$26,443,470 $ 9,675,758 


On behalf of the Board: 
G. E. ELLSWORTH, Director 


MURRAY WORTSMAN, Director 


LIABILITIES 


CURRENT: 1966 1965 
Bank indebtedness — secured (Note 4) .............ecececeeees $ 5,526,230 $ 1,199,933 
Accounts payable and accried changes, ...20 ms seades sae oes panes 5,709,048 1,951,571 
InGome- andLotner: taxes payable! aaah. Hoge comet ela ts clade oe Ae ae 329,345 126,538 
Divacdemcsrpaval ler penestts team re cs was cists ar csnnlavatecae cc eae tates 45,176 20,003 
Gurrent portion.o: lone-temmydebt (Notes)... ..0-5-0.0.4s-52 5 568,059 ——. 

UZ A77,008 3,298,045 

Deferred income taxes (Note 6) — 

Onprhold bac ks feet ness Stee eo eic uara vans ess ahs es 508,000 146,000 
Oem ae eee pat cic ee en Rates Gustde Saad 1,090,000 187,000 
1,598,000 333,000 

Deterredsineouier(INOtel Zire meee meer aches lec Gis ale adiweiersiainw meres 593,910 ——— 

Nel VENCOLEOM air Waited COMPANY a. csr oes dic sid sles + oot erereene — 239,983 

Nome Leriscenit, (INGpesa) Memo en nora b rwtas Seer eae gc skAditatte 3,186,782 —— 

Minority interest in preference shares of subsidiary company ........ 250,000 216,771 

SHAREHOLDERS’ EQUITY: 

CAPITAL STOCK (Note 8) 
Authorized: 
1,000,000 shares of ‘no par value 
Issued (Note 8): 
PEO NAST G SBCA STB eMart ee a oe 2,530,411 212,175 
RE AUNTEID) TAURINE): 515 556 coanocuouonegDpoeode 6,106,509 5,375,784 
8,636,920 5,587,959 


$26,443,470 


$ 9,675,758 


See accompanying notes to the consolidated financial statements 


THE TORONTO IRON WORKS, LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE AND DISPOSITION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1966 
(with comparative figures for 1965) 


1966 1965 
SOURCE OF FUNDS: 
OPERATIONS 
Gonsolidated net proit for the year... 3... 4. $ 769,330 
Add amounts deducted in arriving at net profit 
which did not involve an outlay of funds: 
Depreciatlongoe somo. soccer eens oes ear 239,344 
Provision for deferred income taxes (Note 6) — 
On: Holdbacks oe ¢ cance 4 ake eee: 146,000 
(OA p(s) ieee ee MON Ohne | Meee RAd sot A, Ameren eat 187,000 
Reductionin other asseie.....ms:ese ee eee ee 22,642 
1,364,316 
Less income not represented by funds received — 
defermedieome nics irons aor es ened — 
TOTAL FUNDS FROM OPERATIONS = 2...20 06 1,364,316 
tucrease.in long-term débtcan< sasieuaena eee —— 
Deferred income received ......5...+.50..s0s05 = 
Increase in minority interest in subsidiary....... 59,086 
Amount borrowed from affiliated company...... 59,483 
1,482,885 
DISPOSITION QF FUNDS: 
Expenditures on fixed assets (net)................ 510,797 
Amounts paid for net assets and 
minority interests in subsidiary com- 
panies (including goodwill) ....... 3,007,216 
Less portion satisfied by issue of 
capital stock and long-term debt... 2,618,236 —— 
Dividendssdeclared Gaacuonee et cae cee a eee 102,646 
613,443 
Increase (decrease) in working capital ........... 869,442 
Working capital, beginning of year ............... 3,546,440 
Working capital, end of year... 4, ..0eos eee ee $4,415,882 


See accompanying notes to the consolidated financial statements 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 1966 


1. BASIS OF CONSOLIDATION 

The consolidated financial statements include the 
accounts of The Toronto Iron Works, Limited and its 
subsidiary companies, Driam Pipe (Canada) Limited, 
T.I.W. Western Limited and Wimco Steel Sales Co. 
Limited and its subsidiary companies. As a result of a 
capital reorganization of T.I.W. Western Limited, the 
Company now owns all of the issued common shares 
of that company, the accounts of which are now in- 
cluded in the consolidated financial statements. The 
accounts of Wimco Steel Sales Co. Limited and its 
subsidiaries are included from April 1, 1966, the effec- 
tive date of its acquisition. The accounts of a newly 
acquired subsidiary, Pre-Engineered Steel Buildings 
Inc. are not consolidated as explained in Note 2 below. 


2. INVESTMENT IN OTHER COMPANIES 

The amount of $89,874 shown for 1966 represents the 
cost of all the issued shares of Pre-Engineered Steel 
Buildings Inc. acquired in November 1966 at a cost of 
$40,074 and advances totalling $49,800. The accounts 
of this subsidiary have not been consolidated in the 
accompanying statements since its operations had not 
been integrated with those of the Company and the 
other subsidiaries by December 31, 1966. At October 
31, 1966, the most recent fiscal year end of Pre- 
Engineered, the book value of the underlying assets 
amounted to a net deficit of $2,605. 

The comparative 1965 balance of $222,000 represents 
the investment in shares of T.I.W. Western Limited 
which was carried on the books of the Company at 
approximate net book value of the underlying assets. 
As a result of the changes referred to in Note 1, the 
accounts of this company are now consolidated. 


3. UNAMORTIZED PAST SERVICE PENSION COST 
Past service pension costs not yet absorbed as a 
charge against income will be written off over a period 
of not more than 18 years. 


4. BANK INDEBTEDNESS — SECURED 


Bank indebtedness is secured by accounts receivable 
and certain inventories. 


5. LONG-TERM DEBT 


Total 
outstanding 
The Toronto Iron Works, Limited: aa a 
7°/o note due in instalments 
December 31, 1967 and 1968 $ 600,000 
63/4°/o mortgage due May 31, 1973 617,858 


Driam Pipe (Canada) Limited: 
Industrial Development Bank loan 
repayable in semi-annual instalments 


of $11,000 88,000 
Wimco Steel Sales Co. Limited: 
6.8°/o mortgage due February 10, 1981 681,873 
9!/2°/o first floating charge debenture due 
April 1, 1975 697,392 
9/2°/o second floating charge debenture due 
December 1, 1972 726,934 
Wimco Steel Corporation: 
6°/o mortgage due June 27, 1976 261,803 
71/2°/o equipment purchase contract due 
December 1, 1970 80,981 
3,754,841 
Less payments due within one year 568,059 
$3,186,782 


6. DEFERRED INCOME TAXES 

Income taxes otherwise currently payable for 1966 
have been eliminated as a result of the carry-forward 
of losses of prior years (in the form of excess capital 
cost allowances) and the deferment of taxes in respect 
of holdbacks and additional capital cost allowance 
claims. The reduction in income taxes attributable to 
loss carry-forwards amounts to $317,000 ($125,500 
in 1965). 

Deferred income taxes of $362,000 provided in 1966 in 
respect of holdbacks receivable (which are included 
in accounts receivable) are shown separately on the 
balance sheet together with $146,000 provided in 1965. 
Other deferred income taxes of $79,000 provided in 
1966, together with $187,000 provided in 1965, result 
from claiming capital cost allowances for tax purposes 
in excess of the depreciation recorded in the accounts. 
These amounts totalling $266,000, together with $824,- 
000 provided in prior years by subsidiary companies 
acquired in 1966, are shown on the balance sheet as 
‘Deferred income taxes — other”. 

Income taxes shown in the 1965 financial statements 
as current income taxes are now deferred as a result 
of making additional claims for tax purposes in 1966. 
Such 1965 figures have, therefore, been reclassified as 
deferred income taxes in the 1966 financial statements. 


7. DEFERRED INCOME 

A subsidiary has entered into a 27 year agreement 
commencing April 1, 1966 for the sale by it of some of 
its products. The purchaser has exclusive right for the 
purchase of such material. The purchaser has under- 
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taken to pay for the first seven years’ production of 
this material by an initial payment plus certain pro- 
duction costs as defined. Thereafter the agreement 
calls for a reduced selling price. The unabsorbed 
balance of the initial payment is included in deferred 
income. 

The same subsidiary, as lessor, has net-leased a build- 
ing for a term of 20 years from September 1, 1965 and 
has received prepaid rent which is included in de- 
ferred income. Annual rental income amounts to ap- 
proximately $55,000 and includes prepaid rent which 
is being amortized over the term of the lease as part of 
the rental income. The lessee has been granted an op- 
tion to renew the lease for a further ten years at a 
reduced rental. 


8. CAPITAL STOCK 

In June, 1966, Supplementary Letters Patent were 
issued to the Company redesignating and reclassifying 
the 38,600 common shares and 161,400 Class A shares 
outstanding at the time as 200,000 shares without par 
value, subdividing the resulting shares into 400,000 
shares without par value and increasing the authorized 
capital by the creation of a further 600,000 shares 
without par value. 

During 1966 the Company acquired all the outstanding 


shares of Wimco Steel Sales Co. Limited and Pre- 
Engineered Steel Buildings Inc. As part of the con- 
sideration for the purchase of the Wimco shares, the 
Company issued 66,650 Class A shares (prior to the 
share reclassification referred to above) at $34 per 
share. As part of the consideration for the purchase 
of the Pre-Engineered shares, the Company issued 
1,568 shares without par value (following the share 
reclassification referred to above) at $33'/s per share. 


9. CONTINGENT LIABILITIES 

A subsidiary company is contingently liable as guar- 
antor of bank loans aggregating $414,000. 

A claim for damages has been made against the Com- 
pany, which in the opinion of the Company’s insurers 
should not give rise to any significant liability. 

A subsidiary company has been named as defendant 
in two actions regarding the sale and delivery of its 
materials. Company officials, based on the opinion of 
counsel, believe that no significant liability exists. 


10. COMMITMENTS 

The Company and certain of its subsidiaries have 
commitments of $2,600,000 outstanding in respect of 
future fixed asset additions, of which $930,000 will be 
payable in 1967. 


AUDITORS’ REPORT 


To the Shareholders of The Toronto Iron Works, Limited: 


We have examined the consolidated balance sheet of The Toronto Iron Works, Limited 
and its subsidiary companies as at December 31, 1966 and the consolidated statements 
of income and retained earnings and source and disposition of funds for the year then 
ended. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion, the aforementioned consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1966 and the results of their 
operations and the source and disposition of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 


Toronto, Canada, 
March 10, 1967. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


PLANTS 


Central Bridge Division — Trenton, Ontario 

Driam Pipe (Tanada) Limited — Horner Avenue, Rexdale, Ontario 

Plate Fabrication Division — Eastern Avenue, Toronto, Ontario 
Pre-Engineered Steel Buildings, Inc. — St. Eustache, Quebec 

Stran-Steel Canada Division — Richmond Hill, Ontario 

Wimco Steel Sales Co. Limited — Martin Grove Road, Rexdale, Ontario 


Wimco Steel Corporation — Cheektowaga, New York 
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